In our opinion… , vol. 7 no. 1, February, 1991 by American Institute of Certified Public Accountants. Auditing Standards Division
University of Mississippi 
eGrove 
Newsletters American Institute of Certified Public Accountants (AICPA) Historical Collection 
1-1-1991 
In our opinion… , vol. 7 no. 1, February, 1991 
American Institute of Certified Public Accountants. Auditing Standards Division 
Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news 
 Part of the Accounting Commons, and the Taxation Commons 
Recommended Citation 
American Institute of Certified Public Accountants. Auditing Standards Division, "In our opinion… , vol. 7 
no. 1, February, 1991" (1991). Newsletters. 1301. 
https://egrove.olemiss.edu/aicpa_news/1301 
This Article is brought to you for free and open access by the American Institute of Certified Public Accountants 
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Newsletters by an authorized 
administrator of eGrove. For more information, please contact egrove@olemiss.edu. 
In Our
____ Opinion_______
The Newsletter of the AICPA Auditing Standards Division *
Volume 7 Number 1 February 1991
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PROFILES OF NEW ASB MEMBERS
As sure as night follows day, each new year brings the appoint­
ment of new members to the Auditing Standards Board (ASB). 
Here are the profiles of the four new members of the 1991 ASB.
Jacob J. Cohen is the Director of Audit in the firm of Walpert, 
Smullian & Blumenthal in Baltimore, Maryland. Mr. Cohen has 
served on various committees of the Maryland Association of 
CPAs and previously served as a member of the AICPA Technical 
Issues Committee. Mr. Cohen holds the B.S. and J.D. degrees 
from the University of Baltimore and an M.B.A. from Loyola 
College.
Timothy E. Durbin is a partner in the Detroit office of Arthur 
Andersen & Co. with extensive audit experience in manufac­
turing and insurance. His involvement with the Michigan 
Association of CPAs includes service on the Board of Directors, 
the Ethics Committee, and the Quality Review Executive 
Committee. Like ASB Chairman Donald Neebes, Mr. Durbin 
is a Spartan, having graduated from Michigan State University 
with his B.A. and M.B.A. degrees.
A. V. LaRocca is a partner in Cade, LaRocca & Associates in 
Birmingham, Alabama. In addition to his responsibilities as 
partner in charge of audit services, he is active in consulting 
activities and litigation support services. A native of Birmingham, 
Mr. LaRocca received his Master of Accounting and Bachelor of 
Science degrees from the University of Alabama.
D. Edward Martin is a partner with Richard A. Eisner & Com­
pany in New York City. A director of the New York State Society 
of CPAs, Mr. Martin’s state society involvement includes the 
Cooperation with Financial Media Committee, the General 
Committee on Public Relations, and the Professional Ethics 
and Quality Control committees. He is an adjunct professor of 
accounting at New York University and Pace University. Mr. Martin 
holds a B.B.A. from The University of Texas at El Paso and an 
M.B.A. from The College of William and Mary.
The appointment of these four members brings the total 
number of ASB members to 17. The ASB members continuing
NEW ASB TASK FORCES
Recently, the ASB created two new task forces to address 
emerging auditing issues: the SAS No. 54 Guidance Task 
Force and the Compliance Auditing Task Force. The SAS 
No. 54 Guidance Task Force was formed to consider various 
issues relating to the auditor’s responsibility for illegal acts. 
The task force will assist industry committees in developing 
guidance about the application of SAS No. 54 to entities in 
various industries. This task force will also consider the 
applicability of SAS No. 54 to situations involving misstated 
interim financial information; consider the Public Oversight 
Board’s comment about assuming increased responsibility for 
evaluating and reporting management abuses of corporate 
assets; and monitor guidance being developed internationally 
about illegal acts.
The Compliance Auditing Task Force was created to de­
velop “generic” compliance attestation guidance. This would 
apply to compliance testing of entities subject to compliance 
audit requirements and would eliminate the need to continu­
ally develop unique guidance when various governmental 
agencies issue new compliance audit requirements.
*The views expressed herein are those of the authors and do not necessarily reflect the views of the American Institute of Certified Public Accountants. 
Official positions of the AICPA are determined through certain specific committee procedures, due process, and deliberation.
TECHNICAL PLAN HIGHLIGHTS
Auditing Insurance Entities’ Loss Reserves (AICPA Staff: 
JUDITH SHERINSKY). The task force is developing an Audit­
ing Procedure Study that will provide guidance to auditors in 
developing an effective audit approach when auditing claim 
loss reserves of insurance companies. The task force pre­
sented a draft of the document to the Insurance Companies 
Committee in January 1991. Schedule: The task force plans 
to meet in April to discuss a revised draft.
Audits of Small Businesses (DOUG SAUTER). The auditing 
procedure study, Audits of Small Businesses, is being revised 
to reflect SAS Nos. 53-62. The chapters on evaluating internal 
controls and on performing analytical procedures will be 
revised to discuss the implementation of SAS Nos. 55 and 56, 
Consideration of the Internal Control Structure in a Finan­
cial Statement Audit and Analytical Procedures, respectively, 
in small business audits. Other changes will be made through­
out the study to provide guidance that is consistent with the 
standards. Schedule: The revised auditing procedure study 
will be available in the second quarter of 1991.
Communication About Interim Financial Information. 
The Board has issued an exposure draft of a proposed SAS 
that would establish requirements for the auditor to commu­
nicate certain matters affecting interim financial information 
filed or to be filed with specified regulatory agencies. Sched­
ule: The Board plans to discuss a draft at its April meeting.
Computer Auditing (JANE MANCINO). The Computer 
Auditing Subcommittee is currently drafting three auditing 
procedure studies. One describes how SAS No. 55, Consider­
ation of the Internal Control Structure in a Financial 
Statement Audit, can be implemented in a computer environ­
ment. The second addresses the possible effects of advanced 
EDP systems on the auditor’s consideration of an entity’s 
internal control structure. The third updates the guidance in 
the Audit and Accounting Guide, Computer Assisted Audit 
Techniques. Schedule: The first study is expected to be 
published during the first quarter of 1991. The second study 
should be published in the fourth quarter of 1991 and the 
third study in 1992.
Consideration of Internal Auditors’ Work (JUDITH 
SHERINSKY). The ASB agreed to issue SAS No. 65 titled, The 
Auditor’s Consideration of the Internal Audit Function in 
an Audit of Financial Statements. The SAS revises and 
expands the guidance on considering the work of internal 
auditors presented in SAS No. 9, The Effect of an Internal 
Audit Function on the Scope of the Independent Audit. The 
proposed SAS incorporates the terminology and concepts of 
the audit risk model and the “expectation gap” SASs. Sched­
ule: SAS No. 65 will be available by the end of March 1991.
Financial Forecasts and Projects. The Board created a 
task force to deal with problems encountered in implement­
ing the guidance in the Statement on Standards for Accountant’s 
Services on Prospective Financial Information. An exposure 
draft of a statement of position (SOP) titled Questions and 
Answers on Reasonably Objective Basis and Other Ques­
tions Affecting Prospective Financial Statements was issued 
in February 1990. The SOP would provide guidance to practi­
tioners on the meaning of the term “reasonably objective 
basis” as used in the Guide for Prospective Financial State­
ments. Schedule: The final SOP is expected to be available in 
the second quarter of 1991.
GAAP Hierarchy (DOUG SAUTER). The Board created a 
task force to consider recommendations of the Financial 
Accounting Foundation to revise the hierarchy of GAAP 
included in AU Section 411, The Meaning of “Present Fairly 
in Conformity with Generally Accepted Accounting Princi­
ples” in the Independent Auditor’s Report. Schedule: The 
Board plans to issue an exposure draft of proposed revisions 
to the hierarchy in the second quarter of 1991.
Letters for Underwriters (JANE MANCINO). The Board is 
balloting to determine whether this proposed SAS should be 
issued as an exposure draft. The proposed SAS would revise 
SAS No. 49 to reflect certain changes in SEC requirements 
and to conform with current professional standards. Sched­
ule: The Exposure Draft is expected to be available in the 
second quarter of 1991.
Notice to Practitioners. The Auditing Standards Division 
has developed the following Notices to Practitioners:
(1) Audit, Review and Compilation Considerations When a 
Predecessor Accountant has Ceased Operations. Schedule: 
The Exposure Draft is expected to be available in the second 
quarter of 1991 and (2) Auditor’s Responsibility Concerning 
Statement of Actuarial Opinion Required by Insurance Reg­
ulator. The second notice is in response to the National 
Association of Insurance Commissioner’s requirement that 
insurance companies file a statement of actuarial opinion 
regarding specified reserves and other actuarial items. Sched­
ule: The notices are expected to be available by March 1991.
Reporting on Internal Controls. The Board is develop­
ing performance and reporting guidance for a practitioner 
engaged to examine and report on management’s assertions 
about the effectiveness of the entity’s internal control struc­
ture. Schedule: At its February meeting, the Board will 
discuss a proposed statement on standards for attestation 
engagements, Reporting on Management’s Report on the 
Effectiveness of an Entity’s Internal Control Structure Over 
Financial Reporting.
Review of Interim Financial Information (JANE 
MANCINO). At its November meeting, the Board reviewed a 
draft of a proposed SAS that would supersede SAS No. 36. The 
draft (1) provides guidance on the knowledge of internal con­
trol structure policies and procedures when the accountant is 
engaged to perform a review and has not audited the most 
recent annual financial statements and (2) adds to the review 
report a statement of management’s responsibility for the 
interim financial information. Schedule: At its February 
meeting, the Board will consider a proposed revision that 
includes statements of the accountant’s responsibility, when 
performing a review of interim financial information, for 
communicating (1) detected irregularities and illegal acts
(2) internal control structure-related matters and (3) items iden­
tified in AU 380, Communication With Audit Committees, 
that have a significant impact on interim financial information.
545 No. 63 Implementation (DOUG SAUTER). The Board 
has formed a task force to review certain technical issues
TECHNICAL PLAN HIGHLIGHTS
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related to SAS No. 63, Compliance Auditing Applicable to 
Governmental Entities and Other Recipients of Governmen­
tal Financial Assistance. The task force has prepared a 
proposed SAS that would revise SAS No. 63 to require a 
compliance report on general requirements in all single audits 
and to note that certain guidance in SAS No. 63 applies to 
audits of nonprofit organizations conducted in accordance 
with OMB Circular A-133. Schedule: The Board plans to issue 
an exposure draft of a proposed SAS in the first quarter of 1991.
Service Center Produced Records (JUDITH SHERINSKY). 
The ASB voted to issue an exposure draft of a proposed SAS 
titled, Reports on the Processing of Transactions by Service 
Organizations. The proposed SAS provides guidance to prac­
titioners engaged to audit the financial statements of an entity 
that uses a service organization in connection with the 
processing of transactions. Examples of such service organ­
izations are EDP service centers and bank trust departments that 
invest and hold assets for employee pension plans. The docu­
ment incorporates the terminology and concepts of SAS 
No. 55, Consideration of the Internal Control Structure in a 
Financial Statement Audit, and will supersede SAS No. 44, 
Special-Purpose Reports on Internal Accounting Control at 
Service Organizations. Schedule: The exposure draft will be 
available by the end of February, 1991.
Use of Confirmations (DOUG SAUTER). The Board created 
a task force to develop guidance on the use of all types of 
confirmation procedures in audit engagements. The Board 
issued an exposure draft of a proposed statement in Novem­
ber, 1990. Schedule: The comment deadline for the 
exposure draft was February 1, 1991. The task force plans 
to consider the over 75 comment letters received and present 
a revised draft to the ASB in June 1991.
ACCOUNTING AND REVIEW SERVICES COMMITTEE
The Accounting and Review Services Committee met in 
January 1991 and (1) agreed to issue an interpretation of State­
ments on Standards for Accounting and Review Services 
(SSARS) 6, Reporting on Personal Financial Statements 
Included in a Written Personal Financial Plan that interprets 
developing personal financial goals and objectives to include 
implementation of the financial plan by the client or his advis­
ers, and (2) reviewed for final issuance an interpretation of 
SSARS 1, Compilation and Review of Financial Statements 
that clarifies the applicability of that standard to litigation serv­
ice engagements.
RECENT PUBLICATIONS
Omnibus Statement on Auditing Standards—1990. In 
December 1990, the Board issued SAS No. 64, Omnibus State­
ment on Auditing Standards. This SAS (1) requires the use of 
the terms “substantial doubt” and “going concern” in an 
explanatory paragraph when the auditor has substantial doubt 
about the entity’s ability to continue as a going concern; 
(2) changes the language in the auditor’s report to describe the 
level of service performed when prior-period financial state­
ments, which have been reported on by other auditors, are 
restated.
Audit Risk Alert. To assist auditors in identifying issues that 
may be critical to their audits, the Auditing Standards Division 
issued the Audit Risk Alert—1990. This alert provides a gen­
eral update on economic, industry, regulatory, and accounting 
and auditing matters. Schedule: The Alert was distributed to 
all AICPA members as part of the December 1990 CPA Letter.
Industry Audit Risk Alerts. Sixteen Audit Risk Alerts were 
published in late December and early January to remind practi­
tioners of matters that affect audit risk in year-end 1990 audits 
of entities in fifteen specific industries. Industries covered 
in the series included agribusiness, airlines, banks, casinos, 
construction contractors, credit unions, federal govern­
ment contractors, financial companies, health care, investment 
companies, life and health insurance companies, oil and gas 
producers, property and liability insurance companies, savings 
and loan associations and securities brokers and dealers. 
The series also includes a general audit risk alert applicable to 
virtually all audited entities. Alerts for three other industries 
(nonprofit organizations, employee benefit plans and state and 
local governmental units) will be issued through the coming 
year at times appropriate in view of the predominate fiscal 
year-end dates in those industries.
Audit Risk Alerts. The following audit risk alerts may 
be ordered from the AICPA at 1-800-334-6961 (USA) or 
1-800-248-0445 (NY Only)
• Airlines (022071)
• Agribusiness (022073)
• Banking (022063)
• Casinos (022070)
• Construction Contractors (022066)
• Credit Unions (022061)
• Employee Benefit Plans (022055)
• Federal Government Contractors (022068)
• Finance Companies (022060)
• Health Care (022067)
• Investment Companies (022059)
• Life and Health Insurance (022058)
• Oil and Gas Producers (022069)
• Property and Liability Insurance Companies (022072)
• Savings and Loan Institutions (022076)
• Securities (022062)
• State and Local Governmental Developments (022056)
Loose-leaf Guide Service. The AICPA has entered into a con­
tract with Commerce Clearance House for the publication of a 
two-volume loose-leaf service comprising all of the Institute’s 
audit and accounting guides and industry audit risk alerts. The 
initial version of the service was published on January 11.
The objective of the loose-leaf service is to provide a mecha­
nism for updating the guides for specific issues on a timely 
basis. Until now, updates have been accomplished through 
revised editions of entire guides and the issuance of statements 
of position.
CPA EXAM 
GRADERS NEEDED
The AICPA’s Examinations Division is seeking CPAs and JDs 
to assist in grading future Uniform CPA Examinations.
The exam is given twice a year, in May and November. The 
grading period begins two to three weeks after the exam 
is given and continues for about six weeks. Graders must 
provide a minimum of three seven-hour days each week, 
excluding Sundays. All grading is done at the AICPA’s office 
in New York City.
For additional information and an application, write to:
AICPA
Examinations Division
1211 Avenue of the Americas
New York, NY 10036
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